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M a r c  G o l d m o n  a n d  D o n n a  C a s t e l l a n o  

Tax Breaks for Historic Preservation
H ow  w ould you like to  p ro tec t or restore your h isto ric  p roperty , preserve the 
h istoric ch aracter o f a dow ntow n business d is tric t o r ne ighborhood , and get a tax  
b reak  to  boot? Federal an d  state governm ents, and  som e local governm ents, offer 
sponsored tax  cred its to entice p ro p e rty  ow ners to  preserve na tional history.

C urrently, the  federal governm ent offers a 20 percen t tax  cred it to  ow ners who 
und ertake  a rehabilita tion  project th a t the  Secretary  o f the  In te rio r designates a 
certified rehab ilita tion  o f a certified h isto ric  s tru c tu re . T his cred it is lim ited  to 
p roperties rehabilita ted  for com m ercial, in du stria l, ag ricu ltu ra l, o r inco m e-p ro - 
ducing residential pu rpo ses, b u t is no t available for p roperties  used exclusively 
as the  ow ner’s private residence. A certified  h istoric s tru c tu re  is a bu ild ing  th a t is 
listed indiv idually  on the N ational Register o f H istoric Places OR a bu ild ing  th a t 
is located in a registered h isto ric  d is tric t and certified by th e  N ational Park Service 
as co n trib u tin g  to the  h istoric significance o f th a t d istric t. A N ational Register 
H istoric D istric t is a d is tric t listed on the  N ational Register o f H istoric Places. 
However, state o r local h is to ric  d is tric ts  m ay also qualify  if the d is tric t is certified 
by th e  Secretary o f the  Interior.

T here are, o f course, s tan dard s  th a t a restoration  project m ust m eet in  o rder to  
qualify  for the  20 percent tax  cred it. T he Secretary o f the  In te rio r’s S tandards for 
R ehab ilitation  says th a t (1) T he p ro p e rty  shall be used for its h isto ric  p u rpo se  o r be 
placed in a new  use th a t requires m in im al change to  the  defin ing characteristics o f 
the  b u ild in g  and its site and  env iro nm en t. (2) T he h isto ric  characte r o f the p ro p e rty  
shall be re ta ined  an d  preserved. T he rem oval o f h is to ric  m aterials or a lte ra tion  o f 
features an d  spaces th a t characterize  a p ro p e rty  shall be avoided. (3) Each p ro p e rty  
should  be a physical record  o f its tim e, place and  use. Changes th a t create a false 
sense o f h isto rical developm ent, such as add ing  a rch itec tu ra l features from  an o th er
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A dollar o f tax credit 
reduces the amount 
o f income tax owed 
by a property' owner 
by one dollar.

build ing , will not be perm itted . (4) Features th a t 
are d istinctive to  the  period  and  are exam ples of 
craftsm anship  will be preserved. (5) D eteriorated  
features will be repaired  ra ther th a n  replaced. (6) 
C hem ical or physical treatm en ts , such as san d ­
blasting , will no t be used. (7) New co nstru c tion  
m ust be com patib le w ith  h istoric s tru c tu re , in 

size, scale, and  arch itecture. (8) New additions or co nstruc tion  m ust be carried  out 
so th a t if  they  are rem oved, the  orig inal s tru c tu re  is no t dam aged.

If rehab ilita tion  is ca rried  out according to  the  above requirem ents and has the  re ­
qu ired  sup p o rtin g  d ocum enta tion , the  p rop erty  ow ner receives a 20 percent incom e 
tax  cred it. A tax  cred it differs significantly from  an incom e tax  deduction .
A n incom e tax  deduction  lowers the  am o un t 
o f incom e subject to taxation . A tax  credit, 
however, lowers the am oun t o f tax  owed. For 
exam ple, if a p roperty  ow ner received a $20,000 
tax  credit for a certified rehabilitation, tha t 
ind iv idual’s $50,000 tax  bill w ould be reduced 
to $30,000 once the tax  credit was applied.

S tructu res th a t were bu ilt before 1936 but 
are no t on  the  N ational Register o f H istoric 
Places o r are no t in a recognized historic 
d is tric t qualify  for a 10 percent tax  credit. Like 
the  20 percent cred it, the  10 percent cred it is 
available for p roperties rehabilitated  for co m ­
m ercial, industria l, or ag ricu ltu ra l purposes.
Rental housing w ould not qualify. Again, the 
10% cred it is not available for properties used 
exclusively as the  ow ner’s private residence.

T h e  W a l l a c e  P r o p e r t y  R e l i e f  

C o n s t i t u t i o n a l  A m e n d m e n t

T his allows com m ercial, ren ta l, o r in d u s ­
tria l p ro p e rty  to  be assessed at the  re s id en ­
tia l ra te  if  the  p ro p e rty  is deem ed histo ric . 
T h is  a m o u n ts  to  a 50 pe rcen t p ro p e rty  tax  
reduction  from  20 percen t to  10 pe rcen t o f 
app raised  value.
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R e q u i r e m e n t s  f o r  F e d e r a l  T a x  C r e d it s  

For a 10 p ercen t tax  cred it, a b u ild in g  —

• m u st have been b u ilt before 1936
• can n o t be lis ted  on th e  N ational R egister 

o f H isto ric  Places
• c an n o t be in a recogn ized  h isto ric  d is tr ic t

For a 20 percen t tax  cred it, the  b u ild in g  —

• m u st be in d iv id u a lly  lis ted  on th e  N a tiona l 
R egister o f H isto ric  Places o r have certified  
h isto ric  reh ab ilita tio n  s ta tu s  as req u ired  by 
th e  Secretary  o f  the  In te r io r’s S tan d ard s  for 
R ehabilita tion

• m ay o r m ay n o t have been  b u ilt before  1936
• m ay o r m ay n o t be in an  h isto ric  d is tr ic t
• m u st have som e h isto ric  e lem ents to  preserve 

o r m a in ta in , and
• th e  reh ab ilita tio n  can n o t rad ically  a lte r  the  

h is to ric  ch a rac te r o f  th e  b u ild in g
• care fu l d o cu m e n ta tio n  o f  th e  e n tire  b u ild in g  

—  all im p o r ta n t o rig in a l a rch ite c tu ra l de ta ils 
an d  e lem ents on  th e  in te rio r an d  ex te rio r —  
m u st be p rov ided

The State o f A labam a also offers p ro p e r­
ty  tax  reduc tions for ow ners o f historic, 
in co m e-p rod u c in g  property . If a b u ild ­
ing is listed on the N ational Register o f 
H istoric Places, either indiv idually  or 
as a co n trib u tin g  s tru c tu re  in a d istric t, 
the  ow ner can receive a reduction  in his 
p ro p e rty  tax  bill.

Sound  com plicated? Let the A labam a 
H istorical C om m ission  help you nav i­
gate th ro ug h  th is  process. The co m m is­
sion gives p re lim in ary  approval for the 
20 percent tax  credits. In addition , m eet 
w ith  an  arch itect who has successfully 
received approved tax  credits. He can 
show you the  requ ired  d o c u m e n ta ­
tion , pho tographs, and  additional work 
needed before s ta rtin g  any rehab ilita­
tion  o r renovation  w ork on a property .
It is imperative that property owners 
and their contractors fully understand 
this process before any work begins. 
Removal o f any vital feature o r fixture 
could result in the forfeiture o f the  10 
percent o r 20 percent tax  credit. It would 
also be wise to  seek the  advice o f a q u a li­
fied tax  accoun tan t to assess the im pact o f 
the tax  credits on your personal incom e.

Central YM CA, 203 Greene Street 

A certified rehabilitation project
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